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people, events, techniques
Sales and Marketing vs. Finance: A Tie in Competition for Top Post;
Consultants Find Production Men Also Making Strong Bid for Presidency
Financial men, once the major
source of chief executives, are fac
ing keen competition for the top
spot from sales and marketing
men, according to a recent re
search project conducted by Go
lightly & Co. International, Inc.,
New York.
The management consulting firm
took the top 100 companies on the
FORTUNE 500 list and researched
the backgrounds of their chief ex
ecutives. It used published sources,
such as Who’s Who, and telephone
calls to the companies.
Golightly found that in the per
iod 1968-72 the presidents of these
100 companies were: 22 per cent
sales and marketing men, 22 per
November-December, 1972

cent financial men, 19 per cent pro
duction and manufacturing men,
12 per cent lawyers, 9 per cent
general management men, 9 per
cent engineering men, 6 per cent
research and development men,
and 1 per cent men from govern
ment or military service.
Sales and marketing comeback

According to the Golightly re
search, financial men made their
way most often to the top execu
tive post in the period 1963-67, at
which time 24 per cent of the com
pany presidents were from finance
and only 18 per cent were from
sales and marketing. However, back

in 1953-57, 29 per cent of the pres
idents were from sales and market
ing while only 12 per cent were
from finance.
Henry O. Golightly, the firm’s
president, explained, “The changes
in the kinds of presidents compa
nies select undoubtedly reflect a
basic change in corporate thinking
as well as changing conditions. In
the post-World War II era, the
financial man rose to prominence
because his expertise was needed
as companies grew through merg
ers and acquisitions. But now this
kind of growth has lost a great
deal of its appeal. Instead, many
companies are looking for ways to
earn more profit by doing a better
7

job with their existing businesses.
This means marketing more com
petitively and operating more pro
ductively.”
The firm’s president also pointed
out that, “Apart from the rise of
marketing men, many forecasters
will be surprised by the new surge
of the production discipline, which
had been in decline since World
War II.” In 1968-72 production and
manufacturing men comprised 19
per cent of the chief executives, a
percentage they last reached in the
period 1948-52, according to the
Golightly findings.
The researchers also found that
of the 100 companies studied, 43
made one or more presidential
changes during the past five years
and one switched to a multi-presi
dent structure. These companies
accounted for 100 top executive
changes, a much higher figure than
totals for earlier post-war years, the
firm observes.
Of the 56 companies that stayed
with one president during the latest
five-year period, 14 retained finan
cial men, 12 marketing men, 10
men trained in law, and 20 main
tained men of varying back
grounds.

Law School Centennial, June 17,
1972.
“And even if it were practicable,
we should still have to question the
validity of such an exercise. As an
institutional investor, our first obli
gation is to maximize that portion
of our policyholders’ premium dol
lars available for investment.”
But Hancock has set up an en
vironmental investment policy that
it believes is in the best interests
of its funds and the state of the en
vironment, Mr. Bleicken said.
“Actually, if criteria were set
solely on the basis of price-earnings
ratio, it is unlikely that such in
vestment decisions would vary sub
stantially from those based on more
idealistic concepts,” he explained.
“Given the present climate of
social and environmental ferment,
and the legal instrument of enforce
ment, it is reasonable to expect that
those companies which fail to com
ply with pollution laws or employ
ment regulations are poor invest
ment risks.”

Pollution Guidelines
Need Clarification,
AMA Survey Finds

Insurance Executive

Urges Social Concern
When Practicable
Although social responsibility is
subscribed to by John Hancock
Mutual Life Insurance Company,
it does not claim to have a portfolio
that is free of socially irresponsible
organizations. According to the in
surance company’s chairman and
chief executive officer, Gerhard D.
Bleicken, there are formidable ob
stacles to creating a socially con
scious portfolio.
“While insurance companies es
sentially invest in long-term debt
and equities, the feasibility of keep
ing current a dossier on the social
and ecological performance of
every issue traded in the market is
inconceivable,” Mr. Bleicken said,
addressing the Boston University
8

Manufacturing executives do ac
cept responsibility for improving
the environment, but believe the
Environmental Protection Agency
should establish clearer effluent
guidelines and monitoring require
ments, a recent American Man
agement Association report says.
The report, Toward Effective
and Equitable Pollution Control
Regulation by Frederick D. Bug
gie and Bichard Gurman, is based
on a survey conducted in January,
1972. Usable replies were obtained
from 262 executives out of a ran
dom list of 3,100 company officers
and department heads enrolled in
the AMA’s Manufacturing Division.
Sixty-three per cent of the sur
vey’s respondents believe their cor
porate image has suffered because
of news reporting on pollution of
the environment resulting from
their manufacturing operations. This

would seem to indicate, given the
small size of the survey’s response,
that the AMA’s respondents did
not represent an average sampling
of manufacturers.
Taking this fact into considera
tion, Messrs. Buggie and Gurman
write, “The overall impression cre
ated by the comments of respond
ents is that the polluters are on the
regulators’ side, willing to do their
best to help solve the problem.”
The responding executives felt
the most serious administrative
problem is the duplication and
overlapping of jurisdictions be
tween Federal and state authori
ties. Overlapping regulations by
Federal and state agencies were
listed by 54 per cent of the execu
tives as a compliance problem.
The executives also complained
of inconsistency by individual reg
ulatory authorities. Forty-five per
cent complained of inconsistency in
the activities of the Federal Gov
ernment, 34 per cent of the state
government, and 12 per cent of the
local government.
Of the 262 respondents, 92 com
plained of too many forms to fill
out.
For the manufacturers’ part, half
of the surveyed companies either
had a formal written policy cover
ing pollution control in their or
ganization or were in the process
of drafting one.
Messrs. Buggie and Gurman
comment, “The subsidiary objec
tive of visible, published policies—
their public relations value—is quite
important in the pollution control
area in solving the whole [image]
problem. It is unfortunate, how
ever, that half the respondents not
only do not have a written policy,
but do not plan one.”
The AMA report contains infor
mation from secondary sources that
provides a background to the sur
vey.
Copies of Toward Effective and
Equitable Pollution Control Regu
lation, a 41-page study, published
on recycled paper, can be obtained
from the AMA at $5.00 a copy for
AMA members and $7.50 for non
members.
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Trial Delayed in IBM—Justice Dept. Monopoly Case;
Computer Giant Threatened with Divestiture

IBM and the Justice Department
are renewing their four-year-old
battle over whether the company
is or is not a monopoly.
Within the past month, IBM first
tried to delay any opening of a trial
until after the November presiden
tial election, was denied, and then,
after a weekend when its attorneys
had time to study Justice Depart
ment affidavits, moved for an im
mediate trial on the original charges,
which date from the closing days
of the Johnson Administration.
The particular issue is whether
IBM has such a disproportionate
share of the computer market that
in effect it has a monopoly of that
market.
IBM claims figures outdated

IBM’s contention is that the suit,
filed in 1969, was based then on a
1967 survey of several computer
manufacturers that indicated IBM
controlled about 70 per cent of the
market. IBM says its own survey,
based on a 1971 census of 1,751
consumers, shows that its share of
the market now amounts to some
thing between 38 and 57 per cent
of the market.
Although IBM had first tried to
delay the public statement of what
the Justice Department goals were
until after the Presidential election
on November 7, it was unsuccess
ful; the Justice Department’s goals
were announced on October 16.
IBM said it had feared that with
out such a delay, the case would
become a political “football” in the
closing weeks of the election cam
paign.
Thomas D. Barr, attorney for
IBM, noting that the case was first
filed on the last day of the Johnson
Administration, said he thought the
political currents existing in early
October might lead the Justice De
partment lawyers to produce ulti
matums, non-negotiable demands,
November-December, 1972

rather than proposals that could
become the basis for an out-ofcourt settlement.
David N. Edelstein, chief judge,
calling the IBM allegation that
the case had political implications
appalling, denied the IBM motion
for delay of the public statement of
objectives, and ordered each side to
have statements prepared for the
following Monday, October 16.
On the 16th, the Justice Depart
ment said that its aim was to
split IBM into a number of inde
pendent companies, but said that it
was unable at the time to ask the
precise measures of relief needed
to counter IBM’s alleged monopoly.
IBM, which only the previous
week had sought to delay the trial
until after the elections, now seemed
to want to accelerate the trial (each
side had had a chance to study the
other’s arguments over the October
14 weekend), provided that the
trial were concerned with the issue
of IBM’s alleged monopoly solely.
Mr. Barr, the IBM attorney,
charged that the Justice Depart
ment, had “changed the ball game”
by introducing new issues other
than the alleged monopoly.
Government avoids quick trial

Now it was the Justice Depart
ment’s turn to back away from an
early trial. Raymond M. Carlson,
attorney for the Justice Depart
ment, said that his department
hadn’t yet had a chance to gain
enough information about IBM and
the computer market generally to
go to trial.
Mr. Barr, who had previously
noted his surprise that the Govern
ment had no specific proposals for
relief, noted that the case had been
under investigation by the Justice
Department for six years and un
der litigation for four and that Jus
tice still couldn’t tell the company
what it wanted in the way of relief.

“I would be very unhappy,” Mr.
Barr told the court, “if anybody
should infer that the reason the
case isn’t ready for trial is any
body’s fault but the Government’s
... I am suggesting that the Gov
ernment is moving away from trial
rather than toward it.”
He also accused the Justice De
partment of wishing to delay the
trial because the Government “just
doesn’t have a case.”
Background of the IBM charge
that the Government is now trying
to introduce new issues into the
four-year-old case is the fact that
under the original complaint filed
by the Johnson Administration on
its last day in office, court-approved
divestiture procedures to reverse
alleged monopolistic practices in
the United States market had been
asked. On the pre-trial hearing on
the 16th, the IBM attorney charged
that the Government was now at
tempting to extend the divestiture
proposal to include IBM’s interna
tional operations, which were not
covered in the original suit.
The Justice Department attorney
replied that new issues would in
evitably arise during the pretrial
period as the Justice Department
becomes more familiar with the in
dustry.
The effect on the stock market of
all the legal maneuvers was pre
dictable. IBM stock skidded $14.50
on Monday, the 16th, even though
trading in the stock was halted for
three hours on the New York ex
change.
A final note on the uproar the
case is causing. The Wall Street
Journal reports that there is a great
deal of difficulty in finding Federal
judges who aren’t IBM stockhold
ers and thus must disqualify them
selves from the case. Two members
of the Federal Court of Appeals in
New York disqualified themselves
in the pre-trial rulings in New York
in October; there reportedly is some
trouble in forming a three-judge
panel to decide the matter if and
when the case comes to trial, and
three members of the Supreme
Court have disqualified themselves
from other cases involving IBM.
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Code of Business Conduct Urged

In Response to Consumerist Demands
Consumerism is reforming the
marketplace, Howard C. Harder,
chairman of the board and chief
executive officer of CPC Interna
tional Inc., a major food processing
company, told the Eighth Interna
tional Congress on Food Distribu
tion June 28 in Vienna.
“There is no way we can long
remain in business without the con
tinuing approval of our customers,
without their appreciation of the
worth of our goods and our services
and our role in society,” Mr. Har
der said. “Seen in this light, con
sumerism is not alone an appeal to
the conscience of the businessman,
but a reminder to heed his welldeveloped sense of the pragmatic.”
He said it is the responsibility of
leaders of commerce and industry
to respond to the consumer by in
novating and implementing needed
changes before Government action
compels them to.
Code of business conduct

“I look forward, therefore, to the
time when an international confer
ence of the world’s consumer in
dustries can be convened to pro
pound a code of business conduct
—a code applicable to manufactur
ers, distributors, and service indus
tries, a code assembled by repre
sentatives of every consumer indus
try and every nation, with the par
ticipation of authorities on consu
mer affairs from governments and
consumer organizations,” CPC’s
chairman said.
In the meantime, he proposed
that the international food industry
set about formulating its own code
as a model to other industries. The
code would serve as a pledge to
consumers, he said.
“This statement of principles for
the food industry would advance
constructive positions on such issue
areas as advertising and marketing
.. . packaging and labeling.. . prod
uct information . . . nutrition edu
10

cation and information . . . food
safety and wholesomeness . . . as
sistance to disadvantaged consum
ers .. . complaint handling . . .
consumer remedies — all areas in
which business has fundamental,
and in some cases, unexercised, ob
ligations,” Mr. Harder said.
The CPC executive said that he
hoped a final document of this sort
could be developed by the time the
Ninth International Congress on
Food Distribution meets in 1975 so
that it could be considered and
acted upon at that time.

Teacher Criticizes
‘Split Personality’

O£ Antitrust Laws
The dual goals of protecting both
competitors and consumers have
led to a contradictory antitrust poli
cy, maintains G. William Trivoli,
associate professor of finance at the
University of Akron’s College of
Business Administration.
Writing in the University of Ak
ron Law Review, Dr. Trivoli says,
“At minimum this ‘split personality’
has resulted in extreme confusion
among both businessmen and en
forcers.”
He criticizes the Federal Trade
Commission’s policy of preventing
mergers among conglomerates and
other aggressive growth firms based
on monopolization or potential
harm to competitors that may re
sult.
Competition reduced

According to Dr. Trivoli, “The
effect of this policy is often to re
duce competition, rather than in
crease it. The position of the lar
gest firms in an oligopoly—where
four or fewer firms control 70 per
cent of a product market—may be

come even more secure if a poten
tial competitor is kept from enter
ing the market. This indiscriminate
attack on all mergers in oligopoly
industries is apparently based on
the belief that overall concentration
is increasing over time. Unfortu
nately, empirical evidence fails to
support this contention.”
While Dr. Trivoli is against any
new antitrust legislation, he is also
against some of the existing exemp
tions to antitrust laws. He claims
that the proliferation of these ex
emptions “spreads disrespect for the
laws and blunts their effectiveness.”
He says that many of the ex
emptions to antitrust laws were re
lated to conditions prevailing in
the Great Depression or wartime.
“The conditions under which ex
emptions were granted to farm
marketing cooperatives, as one ex
ample, have long ceased to exist,”
Dr. Trivoli writes. “And the special
wartime exemptions are dangerous
because these collusive agreements
are often carried over into peace
time, encouraging the growth of a
giant military - industrial complex
with vested interests in its own sur
vival.”

Middle Managers
Contemplate Union—

1/3 Might Join
More than one out of every three
middle managers responding to a
recent American Management As
sociation questionnaire said he
would join or consider joining a
manager’s union.
An AMA research team found
increasing restlessness in the ranks
of the middle managers. The team’s
findings were based on a question
naire survey sent to about 3,000
personnel executives and about
3,000 people in business whose
title included the word “manager.”
It seems that managers must be
interested in the unionization ques
tion because the research team re
ceived 1,108 replies by its cutoff
Management Adviser

Managers Do Not Expect Unions to Fulfill Their Higher Needs . . .
date, and more afterwards. Out of
approximately 6,000 questionnaires
sent, that is a pretty good return
rate.
Fifty-one per cent of the man
agers surveyed believe that man
agement unionization is in the
wind and 80 per cent of these be
lieve it will come within this dec
ade, the AMA report states.
James L. Hayes, AMA president
and chief executive officer, com
mented, “I would not be surprised
by the coming of management un
ionization, if management develop
ment on the middle-management
level is not taken more seriously
than it is at present.”

Meshing of objectives needed

He observed that in most organi
zations, the needs for individual
achievement and corporate objec
tives run on different tracks: “We
must make the two more compat
ible. The two must share a com
mon objective, a common mission.”
An analysis by age of the AMA
survey respondents showed that: 50
per cent of the managers under 30
would consider joining a union; 32
per cent between the ages of 30
and 39 would consider it; 36 per
cent aged 40 to 49; 35 per cent
aged 50 to 59; and 14 per cent over
60.
The AMA researchers found,
“All respondents agree that unionrepresented managers would have
a difficult time indeed advancing
to top management positions.
“Organizations are not likely to
select corporate officers and other
top executives from the ranks of
union managers. Ambitious man
agers with an eye on the executive
suite will do well to carefully con
sider this potential disadvantage of
union membership if managers’ un
ions ever do become commonplace.”
The responding managers who
said they would join a union men
tioned most often the potential
November-December, 1972

benefits of improved job security,
fringe benefits, salaries, and morale.
Both the personnel executives sur
veyed and the managers agreed
that “unionization would increase
the likelihood that managers would
be more candid with top manage
ment,” the AMA study says.
“It is particularly interesting to
note that managers do not expect
much from unionization with re
spect to fulfillment of their higher
needs . . . these responses suggest
that managers generally believe
that unionization would result in
their further alienation from the
real management process even
though their salaries, benefits, work
ing conditions, and similar needs
might be substantially better satis
fied,” the AMA researchers con
cluded.

The study points out that organ
ized labor shows little interest in
organizing management employees.
However, the researchers point out
that professional managerial so
cieties do have the potential to suc
cessfully represent the managers’
interest in their working conditions.
Of course, this would “depend large
ly on the degree of militancy dem
onstrated by such organizations,”
they add.
“Manager Unions?,” a 31-page
study by Alfred T. DeMaria, Dale
Tarnowieski, and Richard Gurman,
is available from the American
Management Association, 135 West
50th Street, New York, N.Y. 10020.
It is priced at $5.00 a copy for
AMA members and $7.50 a copy
for nonmembers.

Compensation Practices of FORTUNE 100 Reviewed:
Trend to Combination Stock Options Noted
Industrial executive compensa
tion programs are moving toward
more flexible stock option plans, a
study compiled by Towers, Perrin,
Forster, & Crosby, management
consultants, finds.
The management consulting firm
reviewed publicly available infor
mation on compensation practices
of the top 100 companies in the
FORTUNE ranking for 1972. The
researchers were unable to get in
formation about Western Electric’s
program, so they substituted infor
mation on the 101st rank company,
Inland Steel.
“This trend toward the combi
nation stock options may be inter
preted as industry’s response to the
Tax Reform Act of 1969 and the
1970 stock market slump,” TPF/C
comments. “Within the parameters
of this technique, an individual ex
ecutive can maximize both his in
vestment opportunities and after
tax benefits.”
Among the firm’s findings were

that 85 companies grant stock op
tions; 29 of these grant only quali
fied options, two only non-qualified,
and the other 54 grant both.
Thirty-three companies report
provision for restricted stock in
their compensation programs. The
restricted stock is provided for in
incentive awards only in 24 com
panies, in stock options only in four
companies, and in both incentive
awards and stock options in five
companies, TPF & C states.
Eighty companies have provision
for short-term incentive awards, the
firm reports. Nineteen of these pay
all awards currently, four defer
payments of all awards, and 57 use
some combination of current and
deferred awards.
Copies of the report, “Executive
Bonus Awards and Stock Options
in the Top 100 U.S. Industrial Com
panies,” are available from Towers,
Perrin, Forster & Crosby, Three
Penn Center, Philadelphia, Pa.
19102.
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For the Management Consultant —

Accountants’ Independence in MAS Challenged;

ICC Tells Rails to Report MAS, Audit Fees Separately
In what is believed to be a prec
edent - setting action, a Govern
mental regulatory commission has
raised the MAS: auditing indepen
dence question in one of its recent
rulings.
On July 17 the Interstate Com
merce Commission decided that it
would revise its annual report
schedule 563 for Class 1 railroads
to include the following instruc
tion: “Payments to the independent
public accountant reporting of the
respondent’s annual report to the
Commission shall be subdivided
to show separately the amount paid
for auditing and the total amount
paid for other types of management
services such as, but not limited to,
compensation plans, pension plans,
forecasts and budgets, and tax ad
vice.
“All carriers, whether payments
aggregate more or less than $30,000, shall answer the following
question.
“Did the independent accountant
reporting on the respondent’s an
nual report provide any manage
ment services other than auditing?
Specify. Yes . . . No . . .”
Amount of MAS important

In its published discussion of the
modified instruction the ICC stated,
“We agree that disclosure of par
ticular management services may
involve a problem of confidenti
ality, but we, nevertheless, believe
that the degree to which public
accountants are providing services
other than auditing is an important
factor in determining the indepen
dence of the accountant in per
forming his auditing functions.
“Accordingly, we have modified
Instruction 4 so that carriers are
required only to report the total
amount paid for other management
services rather than show separate
amounts paid for each type of man
agement service.”
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The ICC's new reporting require
ment will become effective with the
reports for the year ending Decem
ber 31, 1972.

EDP Line Operations

Productivity Key,

ADL Newsletter Says
Additional attention to the mun
dane details of computer center
operations can increase that data
processing department’s productiv
ity up to 30 per cent, advises ADL
Systems, Inc., in a recent issue of
its newsletter, The Casebook.
The six “line” operations in a data
processing department are data
preparation, data control, schedul
ing and staging, machine opera
tions, output control, and work de
livery, ADL explains. Attention to
all these line areas is necessary to
achieve the full productive poten
tial of EDP hardware, the firm
says.
ADL suggests that the Peter
Principle (i.e., in a hierarchy every
employee tends to rise to his level
of incompetence) be avoided in
the EDP department by providing
a career path within the computer
operations function, rather than
promoting employees from opera
tions into programing and then into
systems design.
“Many fine operations personnel
have been converted into marginal
programmers,” the newsletter says.
The ten most common indicators
of poor operations activities in an
EDP center are, ADL says: regular
delays in routine production work;
high level of job reruns; regular
need to schedule extra machine
time because of unplanned job
overflows; consistent requests for
more hardware, or complaints of
hardware inadequacy; high rate of
operations staff turnover.
Also: general appearance of lack

of orderliness of physical plant;
lack of clear development pro
grams just for operations personnel;
chronic high level of keypunch or
data entry errors; high level of re
ported hardware failure or mainte
nance problems; and limited num
ber of internal department mea
surement procedures.
ADL suggests that to identify
and start correcting computer cen
ter weaknesses the manager ob
serve the operations area during
peak work hours to “get the feel”
of the efficiency of his production
areas. The firm further suggests
that the manager review internal
paperwork, including job control
reports, performance measurement
charts, scheduling documents, work
load forecasts, and the labels on
tapes and disks.
Some common housekeeping
items if overlooked can mean many
hours of idle machine time, ADL
points out. “Most computer opera
tors can recall instances such as
the discovery, at 2:30 a.m., that
there are no more printer ribbons
to complete the eight-hour print-run
then in process,” the firm observes.
ADL Systems, Inc., is a subsidiary
of Arthur D. Little, Inc., located
in Acorn Park, Cambridge, Mass.
02140.

The annual Lester Witte
Foundation award for the best
article “promoting or exem
plifying the practice of man
agement services in a small
or medium-size firm” was pre
sented this year to Dr. Wil
liam L. Kendig, of the Univer
sity of Maryland, and Thomas
D. Johnson, management con
sultant, for their article, “De
veloping Systematic Reporting
Structures,” which appeared
in the January-February, 1972,
issue of Management Ad
viser. The award, a plaque
and a check for $100.00, was
made on October 4 at the
AICPA annual meeting in
Denver, Colo., by William O.
Doherty, director of publica
tions for the AICPA.
Management Adviser

‘The Godfather’
Must Be Doing
Something Right
The Mafia is better organized
than many large corporations, says
A. J. Tasca, manager of corporate
manpower development for Con
trol Data Corp., Minneapolis,
Minn.
Speaking at a conference spon
sored by the School of Business at
California State University, San
Jose, September 7, he said that
while the Mafia only has three or
four levels of management, today’s
large corporations have up to ten.
Since a Mafia decision passes
through fewer levels, there’s less
chance for error, he stated, accord
ing to an Associated Press report.
Fringe benefits

Mr. Tasca failed to point out an
other advantage of this simplified
management structure: Because of
their limited chances for advance
ment, junior Mafia members have
seen to it that Mafia executives do
not need a pension plan.
The Control Data executive was
born in Sicily and has spent some
time studying the Mafia. Although
he thinks its organization chart has
merit, he does not recommend the
Mafia’s method of merger and ac
quisition (i.e., making an offer
“they cant refuse”).
Relatives must prove themselves

Nepotism and favoritism are
more powerful in private business
than in the Mafia, Mr. Tasca
claims. In the Mafia, a boss can get
his relative an initial job “but he
has to perform or the organization
will do away with him,” Mr. Tasca
explained.
Also the Mafia’s axed employees
do not collect severance pay.
Mr. Tasca said the Mafia’s deci
sions are much more businesslike
than private industry’s because the
boss does not fraternize with his
employees, just with other bosses.
Obviously, Mr. Tasca does not
November-December, 1972

give credence to the Italian-Amer
ican civil rights groups’ claims that
the Mafia no longer exists. Perhaps,
he concludes, its overseas operations
are just keeping a low profile.

Prison Computer Aids

Inmate Rehabilitation

And State Paperwork
A computer has been sent to
prison. It is in the Massachusetts
Correctional Institution in Walpole
where inmates are using it to study
computer programing and mainte
nance.
For five years Honeywell, Inc.,
has been teaching a group of in
mates programing and now the
company has decided to perma
nently lend them a computer, a
Honeywell Model 55. This will en
able the company to train inmates
as computer operators and repair
men, besides enriching the pro
graming course.
Ben DeChristoforo, inmate co
ordinator of the computer program,
estimated that the inmate pro
gramers have already produced
more than $900,000 worth of pro
graming work for various state de
partments.
Low percentage of recidivism

Malcolm D. Smith, who was in
charge of setting up the inmate pro
gram for Honeywell, pointed out,
another payoff of the project: “Of
the 63 [inmates] who have been
paroled, some 45 had completed
enough training to fully qualify as
programers. We know that about
18 of these men currently hold posi
tions as professional programers.
Others have done some program
ing but have followed other career
paths. A gratifying result is that
the recidivism rate of the entire
group has been only 4½ per cent
compared to a national rate of 68
per cent.”
Honeywell has hired four pro
gramers from this group and as

signed them advanced software de
velopment work.
In the first phase of the Walpole
computer program inmates work at
other prison jobs in the morning
and then in the afternoon attend
programing classes taught by other
prisoners who have completed the
course.
When the course is successfully
completed, the graduate becomes a
full-time programer. The Walpole
programers have complete respon
sibility for conducting classes for
students in the first phase of the
program and for the professional
programing work done for the state.

Task Force Method
Recommended for

Today’s Organizations
Temporary organizational struc
tures may best suit the motivation
al needs of workers over the next
20 years, Lloyd P. Johnson, execu
tive vice president and administra
tor of Security Pacific Bank’s
Northern California Headquarters,
said recently.
Business must reflect the current
and forthcoming changes in Amer
ican society and should be flexible
in its own structure, he told a group
of managers, the Active 20-30 Club
of Santa Rosa.
“In the future, we can expect an
increasingly mobile population and
a more educated and specialized
work force,” Mr. Johnson said.
“People have already begun — and
will continue — to seek more par
ticipation, involvement, and au
tonomy in their work. This will
result in the need for more ‘tem
porary’ organizational structure in
business.”
Temporary organizational struc
tures, according to Mr. Johnson,
are task forces assembled to per
form specified duties within a busi
ness. These structures can adapt
more quickly and effectively to
change than rigid conventional or
ganizations can, he contends.
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“More emphasis will be placed
on professional skills and training
of employees, rather than previous
ly established rank and roles. The
task force method of organization
will draw together experts in dif
ferent departments to cope with the
problems,” Mr. Johnson explained.
Man naturally a problem solver

“In the task force system, em
ployees will cross the traditional
boundaries of their job descriptions
and work together on special as
signments, impacting the total bus
iness,” he said.
According to Mr. Johnson, man
is a problem solver by nature.
These temporary organizational
structures will provide the most
effective way for management to
utilize the talent of employees,
while providing a more broad
based participation for the employ
ees, he believes.
Mr. Johnson concluded, “The pri
mary challenge for management
will be to create jobs and work
environments which will stimulate
employees, and to establish a flex
ible organizational structure.”

Don’t Expect Too Much

From Your Computer,
Honeywell Director Says
Some managers suffer from a
“wish fulfillment syndrome,” i.e.,
they expect too much from their
computer systems, says Jerome
Kanter, director of product market
ing for Honeywell’s North American
computer operations.
To alleviate the managers’ prob
lem, Mr. Kanter has written Man
agement-Oriented Management In
formation Systems, Prentice-Hall,
$11.50.
Mr. Kanter said, “The purpose of
this book is to put management in
formation systems in perspective so
that business managers can under
stand what such systems can do
and—equally important—understand
what they cannot do.”
14

Diebold Sees Software
Evolving to Match
Revolutionary Hardware
Although computer hardware de
velopment has been revolutionary,
software development is following
an evolutionary path, the Diebold
Research Program, New York,
pointed out recently in a report to
its sponsors.
In a study called “Software in
the 1970’s” Diebold predicts that
if the age of remote computing is
to come about, the interaction be
tween man and machine must be
simplified. More specifically, the
interaction between machines and
programers, operations personnel,
maintenance personnel, and nonprogramers.
Remote computing is already be
ing used by stockbrokers for finan
cial analysis, current market condi
tions, and the status of a customer’s
portfolio.
The system asks questions

Diebold also predicts that auto
matic programing will be developed
that will allow the terminal user to
tell the terminal what is needed in
a natural form of language. Then
the system will query the user, de
velop the necessary program, exe
cute it, and provide the desired
results.
By 1972, over 50 per cent of sys
tems shipped will be in the remote
computing class, Diebold says.
The firm says that inefficiency of
the software system is decreasing
and by late 1974 there will be a
drop in the cost per line of code,
now estimated at $10. According to
Diebold, the decrease will be
brought, about by: operating in a
“virtual memory” environment (see
M/A, Sept.-Oct., ’72, p. 13); the use
of programing aids and higher level
languages; and implementation of
software functions in hardware.
Before the end of the decade the
programer’s role can be simplified,
the firm says. This will be made
possible by the development of

tools to automate proof of correct
ness of programs, the management
consulting firm says.
The Diebold Research Program
is sponsored by more than 160
major U.S. and foreign corpora
tions. Its reports are issued to its
sponsors only.

Management Courses
For Small Businessmen
Called Urgent Need
The greatest need of small busi
ness is management assistance,
writes Harold K. Charlesworth in a
recent issue of MSU Business Top
ics. He claims that poor manage
ment is the chief reason for the
early demise of so many small con
cerns.
Mr. Charlesworth, director of the
University of Kentucky’s Office of
Business Development and Gov
ernment Services, notes that onethird of all business starts in the
past decade were discontinued
within a year, and two-thirds were
discontinued within five years. He
disagrees with those who believe
this attrition is healthy and normal
in a market-oriented economy.
Failures hurt national growth

“This cavalier attitude hardly is
justified when it is recognized that
both the probability of the busi
ness failure rate and the number of
discontinuances have a heavy im
pact on sustained and rapid na
tional growth,” Mr. Charlesworth
maintains.
His recommendation is that the
Small
Business
Administration
should shift its priorities from direct
financial assistance to management
training and counseling. Only 73
of the SBA’s 4,000 employees are
currently assigned to offering man
agement assistance, he notes.
Mr. Charlesworth suggests that
financial assistance be given by the
SBA to educational institutions for
funding staffs of management conManagement Adviser

suitants to add to their faculties.
“Universities and colleges are in
a better position than Federal agen
cies to identify small business prob
lems and to develop appropriate
solutions, given the sociocultural
environment facing small business.
The SBA’s role should be that of a
catalyst and expediter of manage
ment assistance programs rather
than a participant,” the University
of Kentucky business educator con
cludes.

Computer Estimates

Replace Appalachian
Meter Readers
A small electric utility, in the
heart of Appalachia, has emerged
with the ultimate sophistication in
computer innovations. Not only
does its Westinghouse 2500 handle
materials inventory control, payroll
cost accounting, electric power out
ages reporting and engineering an
alyses, it also has eliminated the
need for meter readers.
How? Powell Valley Electric Co
operative asks its 14,000 customers
in southern Virginia and northern
Tennessee to read their own meters
and mail in a card giving the pres
ent reading each month. The com
puter compares the reported read
ing against historical records to get
a “reasonability check” on the re
ported reading, and prepares a bill
using the customer report as cor
rect.
For the invariable customer who
either forgets to mail in his meter
reading or whose reports seem un
reasonable to the computer (about
one per cent of the company’s cus
tomers ) the machine estimates what
the reading should be on the basis
of each customer’s history and
mails an estimated bill to each.
“Savings which result from this
billing technique,” says Ralph
Miner, Powell Valley’s general man
ager, “more than cover the cost of
the computer. Everything else we
get from the computer is essen
tially free.”
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EDP Center Flooded?
Spread Wet Tapes

To Dry Via Air Flow
Here’s some more advice on how
to handle flood-soaked computer
records: place wet tape reels in a
low-humidity area with air flow to
assist evaporation, Computer-Link
Corporation, Burlington, Mass.,
counsels.
This advice is the opposite of
Eastman Kodak’s for wet micro
film, i.e., keep the reels soaking
(see M/A, September-October/ ’72,
p. 7).
Computer-Link has made a re
port on cleaning techniques and
the factors of age, application, and
performance at 1600 bytes per inch.
The report is available from the
company at 14 Cambridge Street,
Burlington, Mass. 01803.
While the tapes are drying, reel
sides that are touching the tape
pack should be spread apart with
the rubber grommets supplied by
tape vendors, Computer-Link says.
This enables air to flow through the
tape pack. When there is no sur
face moisture visible, the tapes can
be cleaned and returned to use, the
company says.
When this process has been
rushed, “tape damage has occurred
because of overheating of the oxide
and because of excess tension,
caused by wet tape sticking to
itself and the drives,” ComputerLink explains.

Minicomputer Advantages
For Small Clients

Cited by Recomp Head
Certified public accountants and
their smaller clients are turning in
increasing numbers to the use of
minicomputers, Lewis J. Blum,
president of Recomp Systems, Inc.,
said recently in an interview in
New York. Minicomputers do offer
a great deal to smaller firms, such
as retail stores, he said, but they
also offer great perils unless the

purchase, installation, and neces
sary programing are done scrupu
lously and well.
Because minicomputers are a
comparatively recent development,
many accountants do not know as
much about them as they do about
the IBM and UNIVAC giants.
Minis economically justified

Minicomputers sold to the client
by a reputable company seem to
make sense, he said. They can be
located on the client’s premises,
where they can prepare statements
and age accounts receivable, create
a payables ledger, prepare vendor
and expense checks, prepare the
payroll register, do the monthly
trial balance, general ledger and
financial statement, as well as pre
pare sales analyses, commission
reports, and inventory and control
unit reports.
They can be economically justi
fied, too, he said, since the number
of openings on the office staff that
can be eliminated will usually off
set the cost of the minicomputer
and its staff, and the additional in
formation received will benefit the
client company.
“It seems to be the answer for
the client who is too small to afford
a large computer and too large to
continue with its present clerical
systems and methods,” he went on.
Beware total failure

But there are caveats.
“While the minicomputer may
turn out to be everything hoped
for and promised,” Blum said,
“there is also an excellent chance
that it will not. If the installation is
a partial failure, it may simply be a
costly but remediable mistake, but
if the installation is a total failure
it can be tragic in its consequences
for a small company without the
financial resources to withstand the
costs that have been incurred.”
Recomp Systems is a wholly
owned subsidiary of the Allied
Stores Corp., and also markets data
services for the Provident National
Bank of Philadelphia.
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For the Executive in Finance —

Future Increases in Social Security Benefits

Call for Pension Plan Reassessment, Says TPF&C

Forthcoming increases in Social
Security benefits call for a reassess
ment of private pension plans, the
consulting firm of Towers, Perrin,
Forster & Crosby advises in a re
cent issue of its newsletter.
Specifically, the changes in the
Social Security Act that TPF&C is
referring to are: “a 20 per cent
across-the-board increase; automa
tic upward benefit adjustments to
reflect increases of three per cent
or more in the Consumer Price In
dex; and modification of future tax
rate increases and automatic up
ward adjustment of the Social Se
curity Tax/Benefits Base as general
wage levels climb.”
The consultants say, “Histori
cally, private pensions have been
utilized to supplement Social Se
curity, which has often been con
sidered inadequate. In light of the
forthcoming Social Security benefit
increases, however, total retirement
incomes from Social Security and
private pension plans may well ex
ceed the benefit objectives estab
lished by many organizations (par
ticularly for lower-paid employes)."
.
More earnings after retirement

According to the newsletter, “the
improvements in Social Security
benefits may actually allow some
individuals to enjoy higher stand
ards of living after retirement than
before.”
TPF&C advises companies to re
examine benefit plans “with a view
toward developing programs that
avoid overly generous benefit levels
and exorbitant employee and com
pany costs.”
The consulting firm believes that
after a review of existing plans,
many organizations will want to
reduce private pension benefits or
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modify disability and death bene
fits. However, if reductions are de
cided upon, severe criticism from
employees, legislators, and the gen
eral public should be anticipated,
the firm says.
“Highly sensitive communica
tions efforts will be essential to ex
plain the reasons for such actions,”
TPF&C warns.

Earthquake Damage
Predicted by EDP

ible proviso: ERA predicted that
over the 25-year life of the building
there was only a 4 per cent chance
that it would need $80,000 of re
pairs. There was a 90 per cent
chance that the structure would
suffer $10,000 in earthquake dam
age and a 40 per cent chance that
it would suffer $50,000 in damages.
The building owner had been
paying $54,000 annually for earth
quake insurance, Mr. New said.
After the ERA study, the owner
decided to underwrite his own in
surance since the odds were he’d
never collect a penny on the policy
he presently carried, Mr. New re
ported.
He said ERA not only deals with
structural damage, but also pre
dicts the response of major equip
ment such as heating, ventilating,
and air-conditioning systems, emer
gency generators, elevators, and es
calators to a quake.
Anyone in Chicago interested?

For Property Owners
California has long been known
as an earthquake-prone area, but
on September 15 it was reported
that Chicago and Chicagoland felt
some tremors, and that’s a long way
from the infamous San Andreas
fault. One California company that
markets a system known as Earth
quake Risk Analysis (ERA) must
have seen new business prospects
on that fall day.
Bob New, head of Bob New,
Inc., Glendale, Calif., had recently
addressed a California AMA sem
inar on “Earthquakes as a Major
Insurance Risk.” He explained that
his firm creates a mathematical
model of a building, feeds it into
a computer, imposes a variety of
quake simulations on the model,
and comes out with an analysis of
the physical damage the building
would suffer in a quake.
One recent ERA study he cited
was done on a $5 million manufac
turing plant in Riverside, Calif. The
building was located ten miles
from the San Andreas fault and
was heavily insured against earth
quake damage; however, the pol
icy contained a $1 million deduct

When Employee Gripes,
Be Sure to Take Notes,

RIA Article Advises
A 12-page article entitled “The
Supervisor’s Guide for Handling
Employee Complaints” is now
available from the Research In
stitute of America, Inc., for $3.50
a copy.
The article covers the most com
mon types of complaints and their
causes, offers eight problem-solving
steps for supervisors, and suggests
a format for complaint-handling
record keeping.
One suggestion the report makes
is, when hearing out an employee’s
grievance, take notes. According to
the Research Institute, “This has
two virtues; It gives you a record
for the future, and it signals to the
employee your real interest in what
he’s saying.”
Requests, accompanied by checks
for $3.50, should be addressed to
Department 111, Research Insti
tute of America, Mt. Kisco, N.Y.
10549.
Management Adviser

New Products
and Services —

Univac System
For Wholesalers
Offered Customers
A computer-based Wholesale In
formation System (WIMS) is be
ing offered free of additional
charge to Univac customers.
WIMS consists of two sets of
programs. One shows such infor
mation as the least-cost ordering
strategy for an item, the changes
in demand, and the total inventory
investment for all items over 19
periods of time. The other is a set
of maintenance programs that
shows how much to order and
when, Univac explains.
WIMS is disc-oriented, using
either UNIVAC 8400 or UNIVAC
8414 Mass Storage Subsystems.
Univac developed WIMS in co
operation with Associated Grocers
of Phoenix, Ariz. It is now being
used with a UNIVAC 9400 com
puter at the group’s warehouse.
Univac’s director of industry
markets, William Madden, said,
“Through exponential forecasting
techniques, WIMS generates very
accurate demand forecasts for any
time period desired.”

Portable Extension

3M Brand Sound-Page System

Simultaneous Spoken and Written Instructions
Possible with New 3M Sound-Page System
The next time someone hands
you a sheet of paper and says,
“Listen to this,” he may actually
mean just that. 3M has developed
a magnetic coated paper that can
contain a recorded message on one
side of a sheet and a written mes
sage on the other.
The 3M Brand Sound-Page Sys
tem can be used for a variety of
training applications, the company
says. These might include clerical
skills, general orientation, equip
ment maintenance and operation,
teller training, business forms use,
and service training.

The user views the visual mater
ial on the uncoated side of the
sheet while a recorder-player picks
up the sound on the opposite side
of the sheet. Each sheet accepts up
to four minutes of sound.
The projector-recorder is priced
at $289. There are also two play
back units available and the 3M
Master Sheet Recorder and Audio
Printer, which can duplicate a
sheet in five seconds.
More information is available
from 3M Company, Dept. V2-20,
Box 33686, St. Paul, Minn. 55101.

Whenever the regular phone
rings, the Pocket-Fone extension
rings. It is also possible for a sec
retary to screen calls and then push
a button on the base unit to ring
the Pocket Fone.

The Pocket Fone extension,
which is actually a battery powered
radio transmitter/receiver, is in fact
larger than pocket size. It can
be carried on a belt or a shoulder
strap.
“The system eliminates second
hand messages, garbled informa
tion, delays and endless running to
look for the phone,” says Com-UTrol.
More information is available
from Com-U-Trol Corp., 6200 N.
Hiawatha Ave., Chicago, Ill. 60646.

Carries Calls 1/2 Mile

Without Cord
A new cordless extension phone
that allows a user to answer calls
when he is up to one-half mile
away from his standard phone has
been developed by Com-U-Trol
Corp., Chicago.
The Pocket Fone system consists
of a portable receiver-transmitter
extension phone, a base unit acous
tically coupled to a standard
phone, and an overnight charger
for the extension phone. The com
plete system sells for $695.
November-December, 1972

Similar to walkie-talkie

The extensions can be used with
out a base unit as walkie-talkies.
Multiple extensions can be used on
a base unit to conduct conference
calls.
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